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Interindustry Transactions in New Mructures and Equipment, 1963

This srticle preseots & “capital fdow'
table thet shows the fows in 18983 of
newr structoras and equiposnt  frarm
produeing  ndustries to wsing indus-
txies. This ia the ficat vunh table prepared
by OBE. It expands the informatlon o
fzed oapital contained in OBES input-

. oatput table for 1963 by showing the
typas of new capital goods reoelved by
" egoh Industry,

THIS raport presents estimates of the
flows of new strostires and equipment
from produsing industries to using in-
dustries! Thase new estimatss, shown
2z & ''capital How” table, expand thea
information on capital goods that is
contained in OBE’'s input-output tebls
for 1983, Thainput-output table records
the interindustyy transactions in goods
and services purchased on eurrent ac:
eount.? The output of nsw structures
and aquipment is ehown in sweh & tahla
ag purchased by the finel demand
raotors “investora,” ‘fareigners,”. and
“pavernment.” The capital Aow tahle
dinaggregates the investors sector 8o as
to show flows of new capital to each
veing industry.

The eapital flow table for 1963, end
tables for later years that mipght be
prepared, can be put to saveral uses.
One obvious and important use of in-
pui-output tables is by a husiness firm
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wishing to compare its market pattern
with that for ite industry ss 4 whola,
Sinee the input-output table provides
such marketing information only for
products that are purchased on current
sccount, capital goods producers have
not been able to use the input-output
table in this way. Tha capital dow table
fills this gap by providing a fsirly da-
tailed look et the markets for each type
of capital pond.

Another application of input-output
in which the capital flaw table can be
used is in measuring the irepact on each
industry of a chenge in the level of in-
vestment spending by a given industry.
Ths capitel fow table, which provides
information on the types of capital used
by eack industry, can be used to trans-
late a specifiad global lavel of invest-
ment spending for structures and for
squipment by an industry into the de-
tailed requirements placed on the gon-
struction and equipment producing in-
dustries. These requireménts, which
comprise & bill of goods, can then be
applied against an input-output tabla
of total requirements to obtain the im-
pact of the investment spending on
each industry 2

The date iz capital flow tablas havs
importané applications in aress not
directly relpted to input-output. Ons
gsach application is the estimation of
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capital stocks by induztry and by type
of aszat. A series of capital flow tables
will provide a besis for estimating cap-
ital stocks in more detail than iz now
possible—e.g., by type of assot for sach
user induetry shown in the ca.pltnl ﬂnw
tahles. '
Luyout of the table

Capital fow tables can be prepared
on the bags of either aser or owner.
The informetion the two types of
tables will differ to the extent thet new
capital s rented among industries.
Among the products for which tha
difference betwesn the user and owner
bases is important are amtomobiles,
airplanes, railroad cers, computers, and
sianctures. The 1963 table présented in
this article is on & user besiz. Whils it
would be degirable to have tablaz on
both. bases, an owner table was not
prepared becsuse, in genersl, data om
the ownership of rented new capital ars
not: available,*

Chart 7 illustraies the relationship of
the capital flow table to the input-
output table. In the mpuét-outpui table
the interindustry flows are recorded in
the blue area. These flaws represent the
goode and services purchased on enrrant
seeount, The producing industries ars
listed down the side and the consuming
industries” across the top. The input-
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output tabie alse records the asales of
goods and services to finel demand as
wall as ench indusizy's value ndded.
The surn of soles to final demand and
tha sum of induskries’ value added are
both equal to GNP.

The capital How table disnggregates
the final demand column laboled in-
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vestors.t Individual industries that use
capital ore Isted across the top of the
eapital flow fable. Indusicies thot
produce capital are listed down the
gide. In ¢he simplified and highly

5. 'While net inreatory changs is includod in the invsslors
cxdyma, 36 1 ok Inoltded In the copdial fow [folke,
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ngeregated table in chart 7, the capital
producing industflies ere construction
and manufacturing, The frede oud
tranzportation sndustries are also shown
a5 producers of capital poods begause,
a3 in OBE’s input-sutput tables, flows
are recorded in producers’ priccas and
the assocjated trade margine and trans-
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MPUT-GUTPUT FLOW TABLE
Frnal Markats
. -- Corstre- | Maniibe- Transpor- :
hgricutturs | Mining tion uring Tizie jation | envices | Othes persons | wmestors | Foceignars | G0%rT-
Agricultore
Hining
. £
Conslruction g
Kanufachming g E g E
| -
Trage . = =
E = ; | Eﬁ
Transportation E‘ g ﬁ =
g = = 2
Sesvites g %- é- | g
Mbher 1 & g 2 E
Yali l W r
alue added } CROSS NATIONAL PRODUCT
CAPITAL FLOW TABLE
hgi- " fronstris- | Manufac Transpor- :
Consirucion
Waavillzctriag
Trade
Transporiation

U, fapswes of Eermriny, ke of Busee lomaren

SHAOOT O, fp . B

L0



18

portation eosts aré entered in the trade
and transportation Tows, i.e., as output
of those two industries. :

Results of the Study

The sapital Hows for 1963, as eati-
mated in this study, sre shown in
table 1. Across the top of table 1 are
listed 76 industries that use capital.
These industries are the ssme as those
in the summary version of the 19463
input-output table that was published
in tha November 1989 Sorvey. That
table containa &5 industries, of which
nine do not usze capital® Down the

SURVEY OF CURRENT BUSINESS

gide of table 1 are listed 31 industries
producing new equipment and & single
indusiry producing new constraetion.,
In addition, as in the example in
chert 7, the teble conteins rows for
the irnde and transportstion costs. It
aizo condains rowa for the following:
the cost of installing communication
equipment when theat cost is capitalized
by the: communications industay; the
commisstons earned by the real estate
industry on the sale of struciures; im-
ported aquipment; snd she coats of
insuring imported equipment during
shipment to the 1.3, The toial of the
entries in each row, shown in the last
column, is equal to that row's entry in
the gross private fixed capital forma-

Aungust: 197L

*in 1963 was about $81 billion .of which
equipment (inclnding : trade margins
and transportation . cosis) scoounted
for sbout $33%¢ billion and comsérue-
tion for sbout 84734 billion. The
construction total ineludes poivats non-
Tarm teshdencas, whose walie was 523
billion; - The tahle shows &hese resi-
dences as being supplied to the real
estete and rental indusiry. This is the
result of the convention in netional
income accounting of tresting home
ownership ss & business and combining
it with rental housing in the real estate
and rental indusiry.

The largest producer of new equip-

ment in 183 was the motor vehicls
and equipment industry, with slmozi

& The nios naurke ngdmn..d " and *spartl #on column in the 1863 input-outpui $5.7 billion of capital equil:‘rmeelt galos.,
nternrlen eyt i waze szt mmmml pirehates table. . The nexs largest was specm:l induetry
el n e e e Ll B o As shown in table 1, the total of mechinery and equipment mh!l a little
e A fpoctal conabructs which 40 not gross privede fized cepital formation over $2 billion, There wers six indus-
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tries thet pro&w::ed between $1.5 and
%2 billion of equipment. These were
radio, . television, . and commurication

squipreent; farm machinery snd equip- .
ment; electrical and industriel eguip- .

meént; construction, minng, - and oil
field machinery and equipment; metal-
working . machinery and equipment;
and office, computing, and’ accounting
machines. - These eight industries ac-
counted for .about two-thirds of alb
equipzment produced in 1963,

By iar the largesi user of new fxed
capital 33 the Teal estate and sental
industcy, which received about 5265
billion in 1963. Following in order of
importance are trade with $8.8 billion;
raedical, educationnl services, end non-
profit institutions with $5.1 hillien;
and electric, pas, witer, and sanitary
services with $4.9 billion, Other in-
dusiriea that received more than $3

im New Stiruotures 2nd Egadpmient, 1963
i TEadearst prioas)
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bithon of new fixed capital are agri-
cultural praducts other. than Lvestock,
transportation and werehousing, ond
communicaiion except radic and FY
broadcasting. Of the 76 indusiries
shown in tabla I, 52 are manufaciuring
industriea; in’ aggreagle they received
$12.3 bhithon or 15 percent of tokal
investment: in structures and equip-
rmeant. : : :

Distribution of the equipment pro-
duced by the office, computing, and
aceounting machines industry can serve
as on illustration of the marketing in-
formation contained in an industry row
in table 1. In 1963, this industcy pro-
duced sabout 2#1.6 bilhon of cepitel
equipment. The products of this in-
dustry were used in every industry
shown in the table. The largest users
wera finance-insurance and trade, with
each recaiving about 3270 willion of

19

new aquipment. Other large usam were
business services with $138 million,
medical, educationz! services, snd non-
profit organizaiicns with 394 million,
and irsnsportaiion and warehousing
with $78 million. These five indusiries
sccounted for about half of the use of
new office, computing, ond aceounting
marchines.
Additional detail

Additions} detail is available on the
products of the producing indusiries.?
Table A illustrates the greater detil
in terms of the detailed products sup-

otk —Dobele may not 8 1o bobsly teesuse of remndiog:

Bmires: 7.5, Diepartment of

; T
) 3 ﬁ % ‘g -] E . r . gg
e g z i 2 ;: gé T 1
: §§§§ 5?5 3§§§‘§ AEREA i AE R D
a e a F
i A LAY g§ AN
3 g E' :g .?1 & o - “la <] E ngg & g
it i 1.} 1 1) i g X i | n -] & = -] = o k3 -
a5a 8 .y 0.4 ML E Xf 5 "M § 2 kR ] b N 172 g 25 1 Bl 34 L4 e, 9 aL4 11
iLg .1 .k .1 .7 I | X {"] .2 1 - ] .4 - | . | ¥ -4 kL
) I — SN (SN MR SR M W, N . T S F S—— SN g
B A S e I I A B 3 . ig g TR I3 0 S f B I I A 1
Al ™ ] = ] ) 1 ) 1 ] .1 A " L1 ™ O I | ;.i
B M, e i Aty ) S T MDA P R I M LIS
1 i B N 5 . .2 AR T T i3 i ii iy 4p
Belof | ® Fg X 3 . B 3| Bl Mol o3 b EE Y ") ¥
Lk .1 .4 . N y | K1 .1 2 .1 . 4 .1 ib.§ LT .5 21 Lo 8 ! ~
RN N - I {' 2R M 2 M N ] ¢ .1 1 A
A i T T wal ¥ 1 " ] .1 B L ] { i+ K" “
Ea| Ea] L1 6| ws 6] e .7 Lé | ME £4 MaE) g 17,5 ad 10 £s| kel 4
4&: w5 mﬂ wi a“ r.r'a u%f {.ia IH lﬂ :ﬂ‘:ﬂ u'I mﬂ tﬂ %; m‘g u’i u?'i 16'&% :;
wrl ge L 14 3T Rl iy ¥ &0 ia] o 80 L0 Maz| 6iw ﬂs.u‘ 17 1?2;. oL 4
- BN B W B (0 N 1 B X Y % B ) 0 I I L - R IS 1 | R TEE| R
451 i i3 a0 A - L .5 -1 L 1 i3 el L3 2o * A1 LE| M
=X * LT L 51 A w7 .8 1.3 Li| a2 2.3 3| ey a8 28| Lo ] e =
] ” 2| e a E:J]' .1 M) * - LT 8 oA .5 'l .1 ; A .2 [
+l il ™ [y ('l | +2 {'"{. .1 1 " [43] » .1 {*) ]
La .1 1 .2 .2 1 N il A 3 . - 13 .1 .8 .1 4 3 s
£3 i Al m A 1 22| m .4 i LB 1 2 - .4 .8 3 Le Kl a7
e ‘3 0 ] r'a 1 1.3 1 ) ] 1 id i 12 Er 1 e 1 - o
ML3| 49 [N £y s 18| =% E %] 57 7 0| =i o | i3 ¥ ] £3 I TE| B
FoF 3 R S L_? ................. e *s.g [ ) S H ............ R S s.; 1 ﬂ
1% N Y 1 wTTTATTTTA” L ETTTTTTTET T i ww DL R S - B ST " I - S T Ml ¥ I
g N Lo N ] ¥} -1 A .7 .| Y ] jh N | b ¥ 11 113 La [N AL ]
1.7 .1 1 1 iz 1 .3 .3 .1 .1 1.7 ] . i . ]
SRR EERAEE R R R
T T 2 2 Nt Tl W% N T 1 A N (R M M S I M N S~ I My i I el iwe | iR m
1" e 3 ] . L] 1 ) s i} . l”i‘ --------------- il f'is ey l'i '."11 rrasas g I'lu Rati S P ) . :ﬁl
18 = | 4« K 20 7 .2 H gl A I T4 Lt 2 .1 ] o1 ol sy
Lime! ms! mar| sl mea| s mma| e vhe] (ke ST ws1] buz| seus| aas| 23| me| 015} 368 ) Tem
Gomnieees, Oifies of Budhums Rooaamdes.



20
T Nwputing, and. kocswating Machines
P L) oconnting
Indulh‘ie;% :

Mo
ol

dollare
Comgabt. ... . P o1
s gy, EGTEING HRDTHIGEE .. oeaa ot
e 113
Erak and motor brodk s, ... ... 1L
[T T R — ol
L T T fal
Matling and parcal posk Aeali ... cosvva e - e 28
(Hifh o e himees, mﬁmm ntalied. .. ... - WL
Tobal. ... — s B T

plied by the office, computing, and
accounting machines industry.

The table shows that computars
aceounted for more than half of the

SURVEY OF CURRENT BUSINESS

pattern for the overall industry in tahle
1. The five lnegest users of computers
are the same as the larges: users of the
overall industey’s output, as listed
above: The largest user jo finance and
insurance with almost $170 millicn,
followed by business services with 392
million, medicsl, educstionsl services,
and nohprofit organizations with $89
million, and trade and transportation-
warchousing with almest 50 million
each. It should be noted that the eati-
meates of the distributon of new eom-
puters include the usaga of computers
lensed by the computer manufaéturers
te ather firmz, In table 1, these com-
puters gre shown as being used by the
Yezsne, The large flow to business

. Aigost 1671

«+ . Methodology
. The -estimates of gross private fixed
capitel formation wers -developed as
part of the 1963 input-output table’
In the input-output study, new private
construction is defined aa the -valua-
put-in-place of privats original -erec-
tions, ndditicns, snd alterations which
inerease the stodl of facilities. New
private construetion includes buildings,
suck 2= dwellings and- factories, and
nonbuilding facilities, such as railroads,
pipelines, and’ telaphone and telegraph
Iacilities. Equipmant that iz an integeal
part of the facility and sssential for its

B, The 1881 m:mmuhmmhnlmmm
bl v

equipment supplied by the industry in  services includes computers used by o incomy nnd preduct ac-
1868. The unpublished date show that firms that are in the businass of selling  JoE o i s M o L bea the o
the distribution of computers t0 users computer time and services, often on fugive: The kr e I o
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genecal use is ineluded in the value of
construction. Exsmples sre- elevators
and heating, plumhing, aod electrical
fixtures.. Equipment items that are not
integral parts of the facility or are
meant for a special .rather than gen-
eral use ara not included in the construc-
tion valne. For example, fixed convayor
lines in factories snd stemm tables in
restaurants are not considerad to be
constzuction but equipment. The eati-
mates of new privatse construction wsed
by OBE in the inpui-output tables are
the value-pui-in-place estitnates pre-
pared by the Buresu of the Census.

To be ineluded as new equipment in
the input-ontpwi study, & protduet had
to meet three criteria: Lost on average
maore than one year; not be an integral
part of construction; and be one whose
cost is charged mder normal indusiry

SURVEY OF GURRENT BUSINESS

aecounting protedurez to & capital
account. To & large extent the identifi-
ention of those products which qualify
£ capital equipment was baged on the
datailed product degeriptions provided
in the 1968 Census of Manufactures. In
addition, inforpaation was  obisined
from other scurces inclading industry
experts and tex consultants. The esti-
mate of capiinl formation was developed
by firet establshing tha totel enpply of
the identified producet and then taking
the excess -of the supply over ezporia,
sgles to government and personz, and
inventory changs. -
Allocation to using industries

- Teble 2 summerizes the types of
deta used in allocating the structures
end equipment %o using industries.
The frst type of data listed in table 2
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ia. -direct: information om individwal
indusiry purchases of new eapital. (If
& periicular {ype of capital is rented by
the industry, it is necessary cither that
the information perisin to use or that

-the purchase data be mpplemanted with,

information on rentels) Date of this
gort collected from the user are, under
most cirourastances, tha most desirable.
No information of this type waa svail-
able for estimating the Hows of eouip-
memnt.

The second category in table 2 refara
to types of eapital which are so spacial-
ized that it is poasible to identify some
one indusiry as the sole probeble nser.
In such ceses, ontput of the particular
i¥pe of capiial can be wholly allocated
te that one industry. For example, the
only prohable wser of farriz wheels and
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Table 2—Types of Data Used in Estimating 1963 Capital Flows

Atgust 1071

. The third category in table:2 also.

Banipment Stroqtyrsy o . N :

_ spaciglizad wse, but which are used by

mltionys S| inmkons rolatively small group of industries
Numbes | ofopee | vumbe | o coten 2 iy group

‘ol vurckooer’y | lete %&9: rather than by one single industry. The

pacincts o user industries are newally feirly essy:

o el w anae to identify. Within this grcmp'qf users,

o :Eﬁ 1 2468 ﬂle_uutg‘mt of the particalar type of

o = — = YorT vapital s sllocated on. the basis of

soramss oo o . - . uome variable which iz Bssumed to be &

merry-go-rounds iz the awneements
indusiry. Capiial flow estimates based
on ‘this typs of information are, like
those hased on direct purchasse infor-
. mation, generally of guite good quality.

Categories 1 and 2 are combinad for
structures in table 2. An essential

difference between the two catogories

uear (estegory 1) or the producer
(categery 2). In the ¢ase of construoe-
tion, much of the data originates with
contractors, architects, and others who
report to the FW. Dodge Division of
MaGraw-Hill Information Systems, and
it did not seera meapingful to attempt
to distingyish betwsen producer and

good indicator of use of the produoot.
The last category in table 2 refers to
types of cepital in ganeral uwse for
which resort must ba made to indirsct
estimastiog methoda to allecate outpué
to using industries. The indirect meth- -
ods distribute the outpmi of B produot
to uging industries in the same propor-
tions a8 soms messured varisble which

is whether the data originate with the wuser as the source of the data. (Continied on page £4)

Table 1.~Interindustey Traneaetions in New Strustures and Equipment, 1963—Continned
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Direct Investments
(Conginued from page 15)

The coverage is helieved to be virtually -
© eomplete for majar TS, investors.
Details of methodology, regulations and
instructions, definitions, and copizs of
the reporting forms can be found in the
Diirect Inoestments Abroad volume.

“Diract foreign investment’” is de-
fined to dnclude sll foreizgn business
organizhtions in which a 1.8, person,
orgauizetion, or affiliated group owos
an interest of 10 percent or more. In
addition, a foreign business organization
in which 50 percené or more of voting
stock iz owned by U.S. residenis i
countad as o dirsct foreign investment
even if no single I3, group owns as
much sz 10 percent. It should be noted
that some of the 1.8, reporters whoe own
direct investmenis sbroad are them-
selves owned by foreigners, and direct
investinents of euch V.3, reporters are
inciuded i this survey. Not ¢covered are
U.S. holdings of the stosks or long-term
debi of foreign orpaizations not meet-
ing one of these criteria; such holdings
are considered portfolie, not direct,
investmenis,

‘Direct loreign mvesiment' also in-
cludes oll equity in the stock and su-
plus, pnd ownepship of the long-termn
debt, of the forelgn orgenizefion be-
longing to T.5. persons other then the
TS, perent of the foreien organization.
Howoaver, 1.5, banking and nonparent
commereial claims on the foreign organi-
zation, or losns by U3, Governmens
apencies, are not included; they are
shown alsewhere in the statements of
the 17.3. balance of payments and inter-
national investment position. Thus,
aseounts batweon tha homa offices and
foreign branches of T1.S. hanks which
are reportable on Treasury Department
Foreign Exchonge Forms Bl and B2 are
excluded. The vast majority of such
agecunta represent balances haid by tha
foreign branchas with their [7.5. home
oifices.

Structares and Equipment
{Continued from page 22)

is assumed to be & good indicator of the
usa of the product. For example,

SURVEY OF CURRENT BUSINESS

typewriters purchased on capital ac-
count wers distributed to using in-
dustrias on the basis of industry
employment of typisks. In most cases,
all 78 user industries identificd in the
capital flow table were included in the
allocation.

Evaluation

The estimates of equipment Hows
shown in table 1 fall short of the
quality of the estimates of fows on
current secount in the inpui-ouiput
table for 1983, This is because there is
much lesa hard statistion]l information
available for estimoting cupital flows
than for estimating current aeccount

flaws.

Table 2 shows that, in dellar terms,
well over half of the flow of squipment
{$19.4 hillion out of $23.4 billion) was
allpoated to using industries according
to indirect estimating methods of one
2016 or anothar,

Information similer to that in tabls
2 hag not been sompilad for the current
sccount flows in the 1983 input-output
table. Heowever, much roore informa-
fion on sctial purchases was availebls
for estimating the current aceount dows
an that indirect methods were usaed
much less, This is especislly true for
manufacturing industries, for which the
Censiis of Manufaotures supplied da-
talled information for more than half
of the total consumption of materials
by mapufacturing plants, In eddition,
tho regulatory commissions and various
private surveys provided much informa-
tion on curtent nocgunt fAows for non-
manufacturing industries. Firm staiis-
tical data on purchases, and in some
ingtances sales, underlia about one-half
of tha total dollar amount of fows n

the current account table. In addition,

mformation of the sort listed in cate-
gorins 2 and 3 in table 2, which con
also yiald quite good estimades, is used
subztaptially in ths current account
table.

Ancther fastor to be eongidered in
evaluating the quality of the equipment
flows is that indirect estimetmog

Agnet 1971 .

msthods are in general more r-aliabla

for estimating current consumption

than capitsl purchases, The consump-
tion of many goads In current produc-
tion can be closely approximated by
such variables as output or employ-
ment, for which we have good data.
This is not the osse for purchages of
new equipment. One can theorize about
factors which affsct new capital pur-

chases, such as industry profits, excess -

capacity, age of stock, expected de-
mend, and so on. However, we do not
have an adeqguate statistiesl or theo-
retical bszis for setiing up equations
meorporating such variables to sstimate
an industry'a demand for specific types
of fixed cepital. Instead, the basis‘Tor
the estimates wos ususlly data on
output, employment, or, in some in-
stances, capital stocks.*

Table 2 does not provide & very
usein! basis for evaluating the estimates
of new structures. Although three-
fourths of the {otal dollar amount of
copstruction is in the combined cate-
gories 1 and 2, tha quality of the
constrnotion estimatss is probably im-
puired because to a nonsiderable extent
they are based on secondary sources of
infortnation rather than on direct
surveys of work dome. _

It is eloar that sgnificant edditions to

-

the Federal statistical program are ra-

quired before fully adequate sapital
flow tebles can be constructed. As a
reault of the experienca gained in con-
situcting the table for 1983, OPK is

betier able to asgess tho need for ads’

ditional statistios on business purchases,
sales, and rentals of new fized capital
for estimating inter-industry flows, and
to fermunlace specific reoommendations
for such additions. The t3pe of analysis
surnrnarized in table 2 extended to
spacific copital items and industriea can
provide guidelines for the needed im-
provements by showing the products
and indusiries {or which new or ex-
pandad data collestion surveys are most
needad.
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